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
7KLV LVVXH DULVHV GXH WR LQFRPSOHWH ILQDQFLDO VWDWHPHQW GLVFORVXUH VR WKHUH DUH VRPH LQYHVWRUV ZKR GR QRW
XQGHUVWDQGVRPHLQIRUPDWLRQIURPWKHFRPSDQ\
*URXSLQJ ILUPV EDVHG RQ VFDOH RI WKH RSHUDWLRQ FDQ EH XVHG E\ LQYHVWRUV DV RQH RI WKH IDFWRUV WKDW GHWHUPLQH
LQYHVWPHQWGHFLVLRQV/DUJHFRPSDQLHVJHQHUDOO\KDYHODUJHWRWDODVVHWVVRLWZRXOGDWWUDFWLQYHVWRUVWRLQYHVWDVODUJH
FRPSDQLHVKDYHJUHDWHUH[SHFWHGUHWXUQDQGJUHDWHUH[SHFWHGULVNV,QDGGLWLRQFUHGLWRUVDOVRKDYHPRUHFRQILGHQFH
WROHQGWKHLUPRQH\LQWRODUJHFRPSDQLHVEHFDXVHFUHGLWGHIDXOWVZLOOEHVPDOOHU2QWKHRQHKDQGFRPSDQLHVKDYHWR
FRPSHWHIRULQYHVWPHQWFDSLWDOIURPLQYHVWRUVEXWWKHRWKHUPDFURHFRQRPLFFRQGLWLRQVWKDWRFFXULQDFRXQWU\FDQQRW
EHDYRLGHGVRLWPD\DIIHFW WUDQVDFWLRQVLQ WKHVWRFNPDUNHWRU WKHFDSLWDOPDUNHW0DFURHFRQRPLFFRQGLWLRQVDUH
FORVHO\UHODWHGWRWKHFXUUHQWSDWWHUQRILQYHVWPHQWRQHRIZKLFKLVWKHUDWHRILQIODWLRQ$QRWKHUIDFWRUWKDWDIIHFWVWKH
FRVWRIFDSLWDOLVWKHDGRSWLRQRILQWHUQDWLRQDOILQDQFLDOUHSRUWLQJVWDQGDUGV,)566DXGDJDUDQVXJJHVWVWKH
DGRSWLRQ RI ,)56 FRXOG HQKDQFH WKH FRPSDUDELOLW\ RI ILQDQFLDO VWDWHPHQWV HQDEOLQJ PXOWLQDWLRQDO FRUSRUDWLRQV
WUDQVFHQGQDWLRQDOERXQGDULHV&DSLWDOUHTXLUHPHQWVEHWZHHQODUJHILUPVDQGVPDOOILUPVDUHGLIIHUHQWEHFDXVHWKH\
GHSHQGRQWKHRSHUDWLQJDFWLYLWLHVRIWKHFRPSDQ\&RPSDQLHVOLVWHGRQWKH1HZ<RUN6WRFN([FKDQJH1<6(DUHD
FRPSDQ\WKDWKDVEHHQDWWKHWRSOHYHO,QDVHQVHKLJKHUWRWDODVVHWVILQDQFLDODXGLWWHDPVXVLQJLQWHUQDWLRQDODXGLWRUV
DVZHOODVWKHSUHSDUDWLRQRIWKHILQDQFLDOVWDWHPHQWVDUHDWOHDVWXVLQJVWDQGDUGVEDVHGORFDO$PHULFDQVWDQGDUGV86
*$$3
+RZHYHUGHVSLWHWKHIDFWWKDWDOORIWKHFRPSDQLHVRQWKH1<6(DUHELJFRPSDQLHVWKHUHLVDGLIIHUHQFHLQWRWDO
DVVHWV6XQ&DKDQDQG(PDQXHOUHYHDOHGWKDWWKHORFDOVWDQGDUGRI$PHULFD*$$3DOUHDG\KDVKLJKTXDOLW\
VWDQGDUGVRWKDWWKHUROHRI,)56DGRSWLRQRQHQKDQFLQJHDUQLQJVTXDOLW\LVQRWSURYHQWREHVWDWLVWLFDOO\VLJQLILFDQW
RQFURVVOLVWHGILUPVLQ86VWRFNPDUNHWV+RZHYHUPDQ\SUHYLRXVVWXGLHVVXFKDVWKRVHFRQGXFWHGE\/L
ZKLFKVWDWHWKDWPDQGDWRU\,)56DGRSWLRQKDVORZHUWKHFRVWRIFDSLWDOVLJQLILFDQWO\LQWKHDPRXQWRIEDVLVSRLQWV
:KLOH WKH UHVXOWV RI WKH VWXG\'DVNH+DLO DQG/HX]  H[DPLQHG WKH HIIHFW RIPDQGDWRU\ ,)56 DGRSWLRQRQ
HFRQRPLFFRQVHTXHQFHVPDUNHWOLTXLGLW\7RELQV¶TDQGFRVWRIFDSLWDOLQFRXQWULHV7KHHYLGHQFHLVWKDWPDUNHW
OLTXLGLW\ LQFUHDVHGDIWHU,)56DGRSWLRQEXW WKHILQGLQJVGRQRWREWDLQHYLGHQFHWKDW,)56DGRSWLRQUHGXFHFRVWRI
FDSLWDODQGLQFUHDVHFDSLWDODVVHVVPHQW7KLVLQGLFDWHVWKDWWKHUROHRI,)56VWLOOQHHGVWREHUHREVHUYHG7KLVVWXG\
H[DPLQHVWKHUROHRI,)56DVDQLQWHUQDWLRQDOVWDQGDUGWKDWKDVEHHQZLGHO\XVHGE\PXOWLQDWLRQDOFRPSDQLHVWRWKH
UHODWLRQVKLSEHWZHHQILUPVL]HDQGUDWHRILQIODWLRQRQFRVWRIFDSLWDOVWUXFWXUH
+\SRWKHVLV
2.1 Firm Size 
$FFRUGLQJ WR %ULJKDP DQG +RXVWRQ  D UDSLGO\ JURZLQJ FRPSDQ\ PXVW UHO\ PRUH RQ H[WHUQDO FDSLWDO
%ULQJKDPDQG+RXVWRQDOVRUHYHDOHGWKDWWKHIDFWRUVWKDWJHQHUDOO\DIIHFWWKHFDSLWDOGHFLVLRQVDUHILUPVL]H
EXVLQHVVULVNDVVHWJURZWKSURILWDELOLW\DQGRZQHUVKLSVWUXFWXUH%DQ]VWDWHGWKDWVPDOOILUPVKDYHDKLJKHU
UDWHRIUHWXUQZKHQFRPSDUHGWRODUJHILUPVVLQFHVPDOOILUPVKDYHDKLJKHUULVNZKHQFRPSDUHGWRODUJHUFRPSDQLHV
VRLQYHVWRUVZLOOGHPDQGDKLJKHUUDWHRIUHWXUQRQVPDOOILUPV%KRMUDMDQG6HQJXSWDVWDWHGWKDWWKHELJJHU
FRPSDQLHVZLOOKDYHKLJKHUERQGUDWLQJVGXHWRORZPDUNHWULVNWKDWZLOOUHGXFH\LHOG,QOLQHZLWK.KXUDQDDQG5DPDQ
ZKRREWDLQHYLGHQFHRIDVLJQLILFDQWO\QHJDWLYHUHODWLRQVKLSWKDWH[LVWVEHWZHHQWKHVL]HVRIILUPVZLWKERQG
\LHOGV7KHFRPSDQ\KDYLQJJUHDWHUWRWDODVVHWVZLOORIIHUDORZ\LHOGRUVPDOOEHFDXVHODUJHVFDOHHQWHUSULVHVKDYHD
VPDOOULVNFRPSDUHGWRVPDOOHUFRPSDQLHV,QDGGLWLRQWKHFRPSDQ\KDYLQJJUHDWHUWRWDODVVHWVKDYHJRRGSURVSHFWV
LQDUHODWLYHO\ORQJSHULRGRIWLPHLVPRUHVWDEOHDQGPRUHFDSDEOHRIJHQHUDWLQJSURILWVWKDQILUPVZLWKWRWDODVVHWV
ORZHU7KXVWKHILUVWK\SRWKHVLVLVIRUPXODWHGDVIROORZV
+)LUPVL]HLVQHJDWLYHO\UHODWHGWRFRVWRIFDSLWDO
49 Aisa Tri Agustini /  Procedia - Social and Behavioral Sciences  219 ( 2016 )  47 – 54 
2.2 Rate of Inflation 
&RKHQ+DVVHWWDQG+XEEDUWFRQFOXGHGDOWKRXJKWKHUDWHRILQIODWLRQLQWKH8QLWHG6WDWHVDWWKDWWLPHZDV
ORZEXWLWVWLOOLQFUHDVHGWKHXVHUFRVWRIFDSLWDOVLJQLILFDQWO\7KHGHFUHDVHWKHSHUFHQWDJHRIPDUJLQDOXVHUFRVWRI
FDSLWDOWRWKHGHFOLQHLQWKHSHUFHQWDJHRILQIODWLRQZLOOEHKLJKHULIWKHLQIODWLRQUDWHLVORZHU,QDGGLWLRQWKHUHLVD
SRWHQWLDO IRU VLJQLILFDQW HFRQRPLF EHQHILWV WR WKH86 HFRQRP\ IURP WKH GHFOLQH LQ WKH LQIODWLRQ UDWH,Q WLPHV RI
LQIODWLRQWKHILQDQFLDOVWDWHPHQWVDUHLUUHOHYDQW%RWKODUJHFRPSDQLHVDQGFRPSDQLHVZLWKVPDOOHUDVVHWVFDQEHD
JUHDWUHFRUGRIHDUQLQJVQXPEHUVWKDWZLOOLQFUHDVHLQIRUPDWLRQDV\PPHWU\0DQ\KLVWRULFDOILJXUHVLQWKHILQDQFLDO
VWDWHPHQWV DUH HFRQRPLFDOO\ LUUHOHYDQW GXH WR SULFH FKDQJHV+ROGLQJJDLQV DQG ORVVHV GXH WR LQIODWLRQ VKRXOG EH
HOLPLQDWHGIURPWKHLQFRPHDQGDVVHWVXVHGDVWKHGLYLVRUIRUFDOFXODWLQJ52$VKRXOGDOVREHDGMXVWHGIRULQIODWLRQ
7KHULVNRILQYHVWLQJLQDFRXQWU\ZLWKKLJKOHYHOVRILQIODWLRQZLOOEHJUHDWHU7KLVZLOODIIHFWODUJHFRPSDQLHVDQG
FRPSDQLHVZKRVHVL]HRUDVVHWVDUHVPDOOHUWRREWDLQH[WHUQDOIXQGLQJVRXUFHVLWZLOOEHPRUHGLIILFXOWEHFDXVHRIWKH
JUHDWHUULVNLQYHVWPHQWVWKDWDUHH[SHULHQFHGLQYHVWRUV6RWKHVHFRQGK\SRWKHVLVLVIRUPXODWHGDVIROORZV
+)LUPVLQFRXQWULHVZLWKKLJKLQIODWLRQUDWHVKDYHKLJKHUFDSLWDOFRVWVWKDQILUPVLQFRXQWULHVZLWKORZ
OHYHOVRILQIODWLRQ
2.3 IFRS Adoption 
5HVHDUFKFRQGXFWHGE\/HX]DQG9HUUHFFKLD%DUWKDQG/LREWDLQHGHYLGHQFHWKDWYROXQWDU\
DGRSWLRQ,)56FRXOGUHGXFHFRVWRIHTXLW\7KHGHFUHDVHLVGXHWRWKHODFNRILQIRUPDWLRQDV\PPHWU\EHWZHHQLQYHVWRUV
DQG FRPSDQLHV+RZHYHU WKLV GHFOLQHRFFXUUHG LQ FRXQWULHVZLWK VWURQJ OHJDO HQIRUFHPHQW2Q WKHEDVLV RI WKHVH
VWXGLHVWKHDGRSWLRQRI,)56EULQJVDSRVLWLYHLQIOXHQFHRQWKHTXDOLW\RIFRUSRUDWHILQDQFLDOUHSRUWLQJVRLWLVSRVVLEOH
WKDWFRPSDQLHVWKDWKDYHDGRSWHG,)56ZLOOKDYHDEHWWHUTXDOLW\UHSRUWLQJWRUHDVVXUHLQYHVWRUV.XVXPDIRXQG
WKDWRQO\PXOWLQDWLRQDOFRPSDQLHVWKDWZLOOJHWEHQHILWIURPLQWHUQDWLRQDOVWDQGDUGVDQGWKHPRVWZRUU\LQJWKLQJLV
WKHDGRSWLRQRILQWHUQDWLRQDOVWDQGDUGVZLOOFDXVHRYHUORDGVWDQGDUGVIRUVPDOOHUFRPSDQLHVUDWKHUWKDQPXOWLQDWLRQDOV
VRFRPSDQLHVZLWKVPDOOHUDVVHWVDQGDGRSW,)56ZLOOQRWH[SHULHQFHVLJQLILFDQWUHGXFWLRQLQFDSLWDOFRVWVFRPSDUHG
WR WKH UHGXFWLRQ LQFDSLWDOFRVWVH[SHULHQFHGE\ ODUJH ILUPV WKDWDGRSW ,)56 WKH WKLUGK\SRWKHVLV LV IRUPXODWHGDV
IROORZV
+1HJDWLYHUHODWLRQVKLSEHWZHHQILUPVL]HZLWKWKHFRVWRIFDSLWDOZLOOEHVWURQJHUZKHQ,)56LVDGRSWHG

,QIODWLRQLVRQHIDFWRUFRQWULEXWLQJWRWKHSULFHFKDQJHVVRRIWHQWKHUHLVDGLVFUHSDQF\EHWZHHQWKHJRRGRUVHUYLFHV
SULFHWKHILUVWWLPHWKH\ZHUHREWDLQHGZLWKWKHSULFHVDWWKLVWLPH7KHLPSDFWRILQIODWLRQZLOOFDXVHWURXEOHLIWKH
PHDVXUHPHQW LV EDVHGRQ WKH KLVWRULFDO FRVW VLQFH LW FRXOG QRW GHSLFW WKH WUXH ILQDQFLDO SRVLWLRQRI WKH FRPSDQ\
PHDQLQJWKDWWKHILQDQFLDOVWDWHPHQWVDUHLUUHOHYDQWVRLWZLOODIIHFWWKHSHUIRUPDQFHRIWKHFRPSDQ\E\LQYHVWRUVDQG
FUHGLWRUV7KHLQDGHTXDFLHVRIKLVWRULFDOFRVWDUHRQHUHDVRQWKH,$6%LVVXHG,)56WREHLPSRVHGLQWHUQDWLRQDOO\WR
FKDQJHWKHFRQFHSWRIKLVWRULFDOFRVWWRIDLUYDOXH*DRDQG*DLFKXQHVWDWHGWKDWWKHUHDVRQIRUWKHDSSOLFDWLRQ
RIIDLUYDOXHLVWKHGHVLUHRIWKH6HFXULWLHV([FKDQJH&RPPLVVLRQ6(&WRLQFUHDVHWKHWUDQVSDUHQF\RILQIRUPDWLRQ
RQ LQYHVWPHQW HQKDQFH WKH FRPSDUDELOLW\ RI WKH IRUHLJQ FRPSDQLHV OLVWHGRQ WKH$PHULFDQ6WRFN([FKDQJH7KH
(XURSHDQ8QLRQUHTXLUHVWKHXVHRILQWHUQDWLRQDOVWDQGDUGVWKDWDSSO\SUHVHQWYDOXHDFFRXQWLQJ%RDUG%DUOHYDQG
+DGGDG  IRXQG WKDW WKH IDLUYDOXH DVRSSRVHG WRKLVWRULFDO FRVW DFFRXQWLQJ FDQ OHDG WRKDUPRQL]DWLRQDQG
FRPSDUDELOLW\RILQWHUQDWLRQDODFFRXQWLQJ7KHDGRSWLRQRI,)56EDVHGIDLUYDOXHZRXOGFDXVHWKHILQDQFLDOVWDWHPHQWV
PRUHUHOHYDQWDQGIDLWKIXOQHVVUHSUHVHQWDWLRQVRWKDWWKHIRXUWKK\SRWKHVLVSURSRVHGLVDVIROORZV
+$SRVLWLYHUHODWLRQVKLSEHWZHHQWKHOHYHORILQIODWLRQDWWKHFRVWRIFDSLWDOZLOOEHZHDNHUZKHQ,)56LV
DGRSWHG
5HVHDUFK'HVLJQ
6DPSOHXVHGLQWKLVVWXG\LVFRPSDQLHVIURPFRXQWULHVIURP(XURSH$PHULFDDQG$VLD3DFLILFOLVWHGRQWKH
1<6(7KH&RPSDQ\SXEOLVKHVDQQXDOILQDQFLDOVWDWHPHQWVWKDWKDYHEHHQDXGLWHGGXULQJWKHSHULRGWR
7KHFULWHULDVHOHFWHGDUHFRPSDQLHVWKDWKDYHIXOO\DGRSWHG,)56EHIRUHVRWKDWWKHVDPSOLQJSHULRG
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DUHWKHFRPSDQLHVFODVVLILHGDVFRPSDQLHVZKLFKDGRSW,)56IXOO\IXOO\$GRSWHG&RPSDQLHVWKDWDGRSW,)56LQ
VDPSOLQJSHULRG&RPSDQLHVWKDWGRQRWDGRSW,)56LQVDPSOLQJSHULRG
'HSHQGHQWYDULDEOHXVHGLQWKLVVWXG\LVFRVWRIFDSLWDO&RVWRIFDSLWDO LVPHDVXUHGE\XVLQJ&$30&$30LV
FDOFXODWHGE\WDNLQJWKHPDUNHWULVNSUHPLXPDQGEHWDVWRFNVLQWRDFFRXQW%U\HQDQG0\HUVVWDWHGWKDWWKH
ULVNSUHPLXPPRYHVIURPWKH,QGHSHQGHQWYDULDEOHVXVHGDUHILUPVL]HDQGWKHOHYHORILQIODWLRQ7KLVVWXG\
UHIHUVWRUHVHDUFK.ULVKQDQDQG0R\HUZKLFKXVHVWKHPHWKRGLQGHWHUPLQLQJWKHVL]HRIWKHFRPSDQ\XVLQJ
WKHSUR[\YDOXHRI WKH ORJDULWKPRI WRWDODVVHWV /Q7RWDO$VVHWV6WDWH LQIODWLRQUDWH LVGHULYHGIURPWKHDYHUDJH
LQIODWLRQUDWHSHU\HDUIURPWKURXJK7KHUHVHDUFKHUVDOVRXVHGDVLQJOHYDULDEOHQDPHO\WKHDGRSWLRQRI
,)56PRGHUDWRUPHDVXUHGXVLQJGXPP\YDULDEOHV)RUWKRVHFRXQWULHVWKDWKDYHQRWDGRSWHG,)56LQWKURXJK
ZHUHZHLJKWHGDQGIRUFRXQWULHVWKDWKDYHDGRSWHG,)56LQZHLJKV










)LJXUH5HVHDUFK'HVLJQ

7KHPHWKRGRIDQDO\VLVXVHGLQWKLVVWXG\LVXVLQJSDQHOGDWDUHJUHVVLRQDQDO\VLVRIVDPSOHILUPVIURPWR
7KHHTXDWLRQLVDVIROORZV
&2& Įȕ6,=(ȕ,1)ȕ,)56ȕ6,=(,)56ȕ,1),)56İ
(VWLPDWLQJPRGHOSDUDPHWHUVZLWKSDQHOGDWDFDQEHGRQHE\FKRRVLQJRQHRIVHYHUDOWHFKQLTXHVWKDWDUHRIIHUHGWR
WKH2UGLQDU\/HDVW6TXDUH)L[HG(IIHFW0RGHODQG5DQGRP(IIHFWV0RGHO6HOHFWLRQRIWHFKQLTXHVSHUIRUPHGE\WKH
IROORZLQJWHVWVLVDVIROORZV7HVW6WDWLVWLF)DQG+DXVPDQ7HVW
5HVXOW
)WHVWZDVXVHGWRVHOHFWWKHPRGHODFFXUDF\&RPPRQ(IIHFW0RGHO2/6RU)L[HG(IIHFW0RGHO)(0,IWKH
WHVWVWDWLVWLFV)VHOHFWHGIURP2/6WKHVHFRQGWHVWLVQRWQHFHVVDU\+RZHYHULI)(0EHWWHU+DXVPDQWHVWVKRXOGEH
FRQGXFWHG
7DEOH5HVXOWRI)WHVW
5XU5)(0 
5U53/6 
PUHVWULFWHGYDULDEOH 
QVDPSOH 
NYDULDEOH 
)VWDWLVWLF 
)7DEOHĮ 
+R&RPPRQ(IIHFW0RGHO3/6 +DFixed Effect Model)(0
Source: Secondary data were processed using Eviews 6 
%DVHGRQ7DEOH)VWDWLVWLFZDVREWDLQHGDVKLJKDVDQGWKHFDOFXODWHGYDOXH)7DEOHZLWKĮ RI
)URPWKLVZHNQRZWKDW!RULQRWKHUZRUGV)VWDW!)7DEOH7KHUHIRUH+RUHIXVHGDQG+LVDFFHSWHG7KXV
WKHFKRVHQPRGHOLVD)(0PRGHOVRLWLVVWLOOQHHGHGWRGRD+DXVPDQWHVW
&RPSUHKHQVLYH
$QDO\VLVRI
&RVWRI&DSLWDO
)LUP6L]H
0RGHUDWLRQ(IIHFWV
$QDO\VLV,)56
5DWHRI
,QIODWLRQ
&RPSDQLHVLQ$VLD3DFLILF(XURSHDQG$PHULFD
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
7DEOH5HVXOWRI+DXVPDQ7HVW
7HVW6XPPDU\ Chi-Sq. Statistic Chi-Sq. d.f  3URE
&URVVVHFWLRQUDQGRP   
+R5(0
+D)(0
Source: Secondary data were processed using eviews 6 
%DVHGRQWKH+DXVPDQWHVWUHVXOWVLWZDVSURYHQWKDW5(0PRGHOVDUHEHWWHUWRXVH7KLVLVLQGLFDWHGE\WKHYDOXH
RIDSUREDELOLW\RIZKLFKLVKLJKHUWKDQVLJQLILFDQWDWDOSKD

5HJUHVVLRQ5HVXOWVRI3DQHO'DWDDIWHU%HLQJ0RGHUDWHG
%DVHGRQWKHWHVWUHVXOWVRISDQHOGDWDUHJUHVVLRQPRGHOVXVLQJWKH5DQGRP(IIHFW0RGHO5(0FDQEHVHHQLQWKH
IROORZLQJ
7DEOH5HJUHVVLRQ5HVXOWV%DVHGRQWKH5DQGRP(IIHFW0RGHO
9DULDEOH &RHIILFLHQW 6WG(UURU W6WDWLVWLF 3URE
6,=(    
,1)/$7,21    
,)56    
,)566,=(    
,)56,1)    
$GMXVWHG5VTXDUHG
Source: Secondary data were processed using eviews 6 
Hypothesis 1 
%DVHGRQ WKHUHVXOWVRI WKH WHVW VWDWLVWLFXVLQJSDQHOGDWD WKHUH LVHYLGHQFH WKDWK\SRWKHVLV LV VXSSRUWHG W 
ZLWKSYDOXH 7KHVH UHVXOWV LQGLFDWH WKDW ILUPVZLWK ODUJHU DVVHW KDYH OHVV ULVN WKDQ FRPSDQLHVZLWK
VPDOOHUDVVHWV7KHOHYHORIULVNWKDWWKHFRPSDQ\KDVZLOODIIHFWWKHFRPSDQ\LQWHUPVRIWKHFRVWRIFDSLWDOHLWKHULQ
WKHIRUPRILQWHUHVWH[SHQVHDQGGLYLGHQGSD\PHQWVWRLQYHVWRUV%DQ]VXJJHVWHGWKDWVPDOOILUPVKDYHDKLJKHU
UDWH RI UHWXUQ ZKHQ FRPSDUHG WR ODUJH ILUPV EHFDXVH VPDOO ILUPV KDYH D KLJKHU ULVN ZKHQ FRPSDUHG WR ODUJHU
FRPSDQLHVVRLQYHVWRUVZLOOGHPDQGDKLJKHUUDWHRIUHWXUQRQVPDOOILUPV
7KHHDVHPHQWRILQYHVWRUVLQDFFHVVLQJFRUSRUDWHLQIRUPDWLRQLVDOVRDQRWKHUUHDVRQWKDWLQYHVWRUVILQGLWHDV\WR
DFFHVVWKHFRPSDQ\WKDWKDVJUHDWHUWRWDODVVHWVWKDQFRPSDQLHVZLWKVPDOOHUDVVHWVVRLQYHVWRUVDUHOLNHO\WRLQYHVW
WKHLUIXQGVLQWKHFRPSDQ\7KHUHVXOWVRIWKLVVWXG\DOVRVXSSRUWWKHUHVXOWVRIUHVHDUFKFRQGXFWHGE\%KRMUDMDQG
6HQJXSWDZKLFKVWDWHVWKDWWKHELJJHUFRPSDQLHVZLOOKDYHDKLJKHUERQGUDWLQJEHFDXVHRIORZPDUNHWULVNWKDW
ZLOOUHGXFH\LHOG.KXUDQDDQG5DPDQDOVRREWDLQHGHYLGHQFHRIDVLJQLILFDQWQHJDWLYHUHODWLRQVKLSWKDWH[LVWV
EHWZHHQWKHVL]HVRIILUPVZLWKERQG\LHOGV7KHVHUHVXOWVLQGLFDWHWKDWFRPSDQLHVZLWKJUHDWHUWRWDODVVHWVZLOORIIHU
\LHOGRUORZVPDOOLQWHUHVWERQGVEHFDXVHODUJHVFDOHHQWHUSULVHVKDYHVPDOOHUUDWLRWKDQVPDOOILUPV
Hypothesis 2 
%DVHGRQUHVXOWVRIVWDWLVWLFWHVWXVLQJSDQHOGDWDWKHUHLVHYLGHQFHWKDWWKHVHFRQGK\SRWKHVLVZDVDOVRVXSSRUWHG
W ZLWKDSYDOXH 7KHVHUHVXOWVLQGLFDWHWKDWWKHUHVXOWVDUHFRQVLVWHQWZLWKWKHUHVHDUFKFRQGXFWHGE\
&RKHQ+DVVHWWDQG+XEEDUWZKLFKREWDLQHGHYLGHQFHWKHUHLVDQLQFUHDVHLQFRVWRIFDSLWDOLQWKHHYHQWRIDQ
LQFUHDVHLQLQIODWLRQDQGDGHFOLQHLQFRVWRIFDSLWDOZKHQWKHUDWHRILQIODWLRQGHFUHDVHV
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'XULQJKLJK LQIODWLRQ LQYHVWRUV WHQG WR EHPRUH FDXWLRXV LQ DOORFDWLQJ LQYHVWPHQW FDSLWDO&RXQWULHV WKDW KDYH
IOXFWXDWLRQVLQLQIODWLRQLQWKHKLJKUDQJHRILQIODWLRQZLOOH[SHULHQFHUDSLGFKDQJHVLQSULFHOHYHOVDQ\ZD\DQGWKLV
ZLOODIIHFWWKHSXUFKDVLQJSRZHULQJHQHUDOVRLWZLOOKDYHDQLPSDFWRQSULFHVRIJRRGVDQGVHUYLFHV7KHLQFUHDVHLQ
SULFHVRIJRRGVDQGVHUYLFHVZLOOEHIROORZHGE\DGHFOLQHLQSXUFKDVLQJSRZHU7KHVHFRQGLWLRQVDUHKLJKO\GHVLUHG
E\FRPSDQLHVWKDWUHO\KHDYLO\RQWKHSXEOLFWUDGLQJDFWLYLW\DVLWZLOODIIHFWVDOHVDQGSURILWDELOLW\,IWKHSXUFKDVLQJ
SRZHU GHFUHDVHV WKHQ WKH VDOHVZLOO JR GRZQ DQG HYHQWXDOO\ FRUSRUDWHSURILWVZLOO DOVR JRGRZQ7KHGHFOLQH LQ
FRUSRUDWHSURILWVZLOOFDXVHVKDUHSULFHGHFOLQHDQGWKLVZLOOEHQHJDWLYHO\UHVSRQGHGE\WKHLQYHVWRU
1HJDWLYHUHVSRQVHJLYHQE\WKHLQYHVWRUZLOOFDXVHGLIILFXOW\IRUWKHFRPSDQ\WRUDLVHFDSLWDOEXWRQWKHRWKHUKDQG
WKHFRPSDQ\VKRXOGFRQWLQXHLWVHIIRUWVWRPDLQWDLQDQGFRQWLQXRXVO\LPSURYHSURGXFWTXDOLW\7KHUHIRUHLQYHVWRUV
H[SHFWDKLJKHUUHWXUQRQDFRPSDQ\WKDWKDVDKLJKHUULVN6LPLODUO\IRUWKHOHQGHUVDWKLJKLQIODWLRQWKHFHQWUDOEDQN
ZLOOLQFUHDVHLQWHUHVWUDWHVRQGHSRVLWV&RQGLWLRQVRIKLJKLQIODWLRQZLOOJLYHWKHRSWLRQWRWKHLQYHVWRUVZKHWKHUWR
LQYHVWWKHLUFDSLWDOLQDFRPSDQ\RUNHHSWKHLUPRQH\LQWKHEDQN:KHQLQIODWLRQLVKLJKLQWHUHVWUDWHVDUHVHHQDV
PRUHSURILWDEOHLQYHVWRUVZLOOWHQGWRVDYHWKHLUPRQH\LQEDQNVEHFDXVHWKHLQWHUHVWWKH\HDUQZLOOEHKLJKHUWKDQWKH
FDSLWDOLQYHVWHGLQDQHQWHUSULVH&RQGLWLRQVRIKLJKLQIODWLRQZRXOGQHJDWLYHO\LPSDFWWKHOHYHORILQYHVWPHQWGXHWR
WKHKLJKLQIODWLRQUDWHZLOOLQFUHDVHWKHULVNRILQYHVWPHQWSURMHFWVDQGHQFRXUDJLQJVSHFXODWLYHLQYHVWPHQWIDLOXUHRI
GHYHORSPHQWDQGHFRQRPLFLQVWDELOLW\&RPSDQLHVPXVWEHDEOHWRFRQVLGHUDVWUDWHJ\WKDWLVWDNHQZKHQLQIODWLRQLV
LQFUHDVLQJO\PRYLQJXS
Hypothesis 3 
7KHUHVXOWVRIWKHVWDWLVWLFWHVWIRXQGQRHYLGHQFHWKDW,)56KDVDUROHWRSUHVVWKHFRVWRIWKHFDSLWDOSURGXFHGE\
FRPSDQLHVZLWKKLJKHUDVVHWV7KDWLVDOWKRXJKODUJHILUPVRUILUPVZLWKODUJHDVVHWVKDYHDGRSWHG,)56FDSLWDOFRVWV
LQFXUUHGDUHQRWJHWWLQJORZHU%DVHGRQWKHUHVXOWVRIWKHVWDWLVWLFWHVWK\SRWKHVLVLVQRWVXSSRUWHGE\WKHYDOXHRIW
 DQGSYDOXH 7KHVHUHVXOWVLQGLFDWHWKDWWKHLPSDFWRI,)56KDVQRWSURYLGHGDVLJQLILFDQWUHGXFWLRQLQ
WKHFRVWRIFDSLWDOLQODUJHILUPVZLWKWRWDODVVHWVJUHDWHU
7KLVFDQKDSSHQIRUVHYHUDOUHDVRQV)LUVWFRPSDQLHVPXVWDGDSWWRWKHDGRSWLRQRI,)56LQDGGLWLRQFRPSDQ\
QHHGWRSD\JUHDWFRVWRIUHSODFHPHQWVZLWFKLQJFRVWZKHQDGRSWLQJ,)566HFRQGOLVWHGFRPSDQLHVRQWKH1HZ
<RUN6WRFN([FKDQJHDUHFRPSDQLHVWKDWKDYHEHHQDWWKHWRSOHYHOWKHFRPSDQLHVKDYHPHWFHUWDLQTXDOLILFDWLRQV
WKDWKDYHEHHQUHTXLUHGE\WKH1<6(VRWKDWVXFKFRPSDQLHVPDNHILQDQFLDOUHSRUWLQJLQDJRRGTXDOLW\DQGKDYH
EHHQDGDSWHGWR$PHULFDQVWDQGDUGV86*$$37KLVLQGLFDWHVWKDWWKHUHLVOLWWOHURRPIRULPSURYLQJWKHTXDOLW\RI
UHSRUWLQJ7KLUGFRPSDQLHVVDPSOLQJSHULRGLQWKLVVWXG\WRRNSODFHLQ$WWKDWWLPHWKHUHKDVEHHQDFULVLV
LQ$PHULFD LQ  UHVHDUFKHUV IRXQG WKDW WKH \HDU RI WKH FULVLVZKHQ FDSLWDOPDUNHWV LQ WKH8QLWHG6WDWHVZHUH
XQVWDEOHLVDOVRRQHRIWKHUHDVRQVWKDWFRPSDQLHVOLVWHGRQWKH1<6(DUHQRWDIIHFWHGE\WKHDGRSWLRQRI,)56WR
GHFUHDVHFDSLWDOFRVWV$QRWKHUUHDVRQLVWKDWWKHGLIIHUHQFHLQWKHWLPHRIDGRSWLRQRIDOOFRXQWULHVFDQEHWKHFDXVHRI
WKHIDFWWKDW,)56KDVQRWVKRZQWRSURYLGHEHQHILWVLQORZHULQJWKHFRVWRIFDSLWDOVRLWDOVRDIIHFWVWKHUHVXOWWKDW
FRXQWULHVWKDWKDYHDGRSWHG,)56RYHU\HDUVZHUHDOVRQRWSURYHQWREHEHQHILFLDOWRWKHGHFOLQHLQFRVWRIFDSLWDO7KH
UHVXOWV DUH FRQVLVWHQWZLWKZKDWZDV GHVFULEHG E\+XQJ DQG 6XEUDKPDQ\DP ZKLFK VWDWHV WKDW DIWHU ,)56
DGRSWLRQLQWKH(8WKHUHZDVDQLQFUHDVHLQWKHTXDOLW\RILQIRUPDWLRQDVZHOODVDQLQFUHDVHLQLQIRUPDWLRQDV\PPHWU\
DIWHU,)56DGRSWLRQLQ(XURSHEHFDXVH,)5681,LVDUHODWLYHO\QHZVWDQGDUGWKDWLVDSSOLHGLQVHYHUDOFRXQWULHVLQ
WKHZRUOGPDNLQJ LQYHVWRUVH[SHULHQFLQJGLIILFXOWLHV LQ LPSOHPHQWLQJ LQGHSWKDQDO\VLV UHODWHG WR WKH LQIRUPDWLRQ
SUHVHQWHGE\WKHQHZVWDQGDUGV$QGWKHODVWWKHSRVLWLYHLPSDFWRIFDSLWDOFRVWUHGXFWLRQHVSHFLDOO\ZKHQ,)56LV
DGRSWHGGRHVQRWRFFXUZLWKLQDVKRUWWLPHRUSHULRG6KRUWSHULRGFDQQRWJLYHHIIHFWWRWKHUHGXFWLRQLQFRVWRIFDSLWDO
Hypothesis 4 
7KHUHVXOWVRIWKHVWDWLVWLFWHVWIRXQGQRHYLGHQFHWKDW,)56KDVDUROHWRSUHVVWKHFRVWRIWKHFDSLWDOSURGXFHGE\
FRPSDQLHVDWDKLJKLQIODWLRQFRQGLWLRQ%DVHGRQWKHVWDWLVWLFDOWHVWK\SRWKHVLVLVQRWVXSSRUWHGE\WKHYDOXHRI
W DQGSYDOXH 
7KHVHUHVXOWVLQGLFDWHWKDWWKHLPSDFWRI,)56KDVQRWSURYLGHGDVLJQLILFDQWUHGXFWLRQLQWKHFRVWRIFDSLWDOWRILUPV
ZLWKKLJKLQIODWLRQFRQGLWLRQV,WFDQDOVRKDSSHQIRUVHYHUDOUHDVRQV)LUVW'DVNH+DLODQG/HX]DQG/L
VWDHG WKDW WKH UROH RI WKH DGRSWLRQ RI ,)56 FDQ EH IHOW E\ FRXQWULHV ZLWK VWURQJ OHJDO HQIRUFHPHQW VWURQJ OHJDO
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HQIRUFHPHQW 7KXV WKHUH LV D SRVVLELOLW\ WKDW WKH VWDWH RI WKH VDPSOHV XVHG LQ WKLV VWXG\PRVWO\ KDGZHDN OHJDO
HQIRUFHPHQW6HFRQGVDPSOLQJSHULRGRIWKHFRPSDQ\LQWKLVVWXG\WRRNSODFHLQ$WWKDWWLPHWKHUHKDV
EHHQDJOREDOFULVLVLQ$PHULFDLQ7KHFDXVHVRIWKHJOREDOILQDQFLDOFULVLVLVWKHEDGILQDQFLQJFUHGLWIRUKRXVLQJ
LQWKH86VXESULPHPRUWJDJHZKLFKLQGLFDWHVWKDWSHRSOHLQ$PHULFDKDYHDKLJKFRQVXPSWLRQOLIHVW\OHDQGPDNH
DSXUFKDVHXVLQJDFUHGLWFDUG7KLUG+XQJDQG6XEUDKPDQ\DPZKLFKVWDWHVWKDWDIWHU,)56DGRSWLRQLQWKH
(8LQFUHDVHGWKHTXDOLW\RILQIRUPDWLRQDVZHOODVDQLQFUHDVHLQLQIRUPDWLRQDV\PPHWU\DIWHU,)56DGRSWLRQLQWKH
(8WKLVLVEHFDXVH,)56LVDUHODWLYHO\QHZVWDQGDUGWKDWLVDSSOLHGLQVHYHUDOFRXQWULHVDURXQGWKHZRUOGPDNLQJ
LQYHVWRUVH[SHULHQFLQJGLIILFXOWLHVLQLPSOHPHQWLQJLQGHSWKDQDO\VLVUHODWHGWRWKHLQIRUPDWLRQSUHVHQWHGE\WKHQHZ
VWDQGDUGV $FFRXQWLQJ VWDQGDUGV DUH QRW WKH PDLQ IDFWRU WKDW DIIHFWV WKH YDOXH UHOHYDQFH RI ILQDQFLDO VWDWHPHQW
LQIRUPDWLRQ %DOOHW DO  H[SODLQV WKDW WKHVH UHVXOWV KLJKOLJKW WKH LPSRUWDQFH RI LQVWLWXWLRQDO IDFWRUV VXFK DV
VKDUHKROGHU SURWHFWLRQ WKDW SOD\V DQ LPSRUWDQW UROH LQ H[SODLQLQJ GLIIHUHQFHV LQ YDOXH UHOHYDQFH RI DFFRXQWLQJ
LQIRUPDWLRQDFURVVFRXQWULHV%DOOHWDO2QWKHRWKHUKDQGVRPHRIWKHOLWHUDWXUHUHFRJQL]HVWKDWWKHDFFRXQWLQJ
YDOXHRIWKHSURSHUW\VXFKDVWKHTXDOLW\RILQIRUPDWLRQLVGHWHUPLQHGE\DQXPEHURIFRPSOH[IDFWRUVWKDWLQFOXGH
EXVLQHVVPRGHOVDQGWKHXQGHUO\LQJHQYLURQPHQWDOPDQDJHULDOLQFHQWLYHVWKHOLPLWDWLRQRIWKHRSWLRQVIRUPDQDJHUV
RI ILQDQFLDO UHSRUWLQJ VWDQGDUGV WKDW LQFOXGH DFFRXQWLQJ DXGLWLQJZDWFKLQJ E\ ERVV DQG LQYHVWRUV DVZHOO DV WKH
LPSOHPHQWDWLRQPHFKDQLVPRILQYHVWRUSURWHFWLRQODZV%DOOHWDO7KHODVWUHDVRQLVWKHSRVLWLYHLPSDFWRIFRVW
UHGXFWLRQRIFDSLWDOGXULQJ,)56DGRSWLRQGRHVQRWRFFXUZLWKLQDVKRUWWLPHRUSHULRG6KRUWSHULRGFRXOGQRWJLYH
HIIHFWWRWKHUHGXFWLRQLQFRVWRIFDSLWDO
Additional Analysis 
7KHUHVXOWVRIWKHVWDWLVWLFWHVWGHVFULEHGDERYHZLOOEHFODULILHGE\DGGLWLRQDOWHVWE\VHSDUDWLQJVDPSOHVWKDWDGRSW
,)56DQGWKHRQHVWKDWGRQRWDGRSW,)565HVHDUFKHUVFODVVLI\WKHVDPSOHVEDVHGRQWKHDGRSWLRQRI,)56WRVKRZ
WKH HIIHFW RI ,)56 IRU FRPSDQLHV WKDW KDYH DGRSWHG DQG KDYH QRW DGRSWHG ,)56 \HW 7KHUH DUH DVPDQ\ DV 
REVHUYDWLRQVDQGREVHUYDWLRQVDGRSWLQJ,)56RIZKLFKWKHUHDUHFRPSDQLHVWKDWDGRSW,)56IURPWKH\HDU
  FRPSDQLHV WKDW KDYH QRW DGRSWHG ,)56 DQG  FRPSDQLHV WKDW DGRSWHG ,)56 LQ  DQG 
5HJUHVVLRQUHVXOWVDUHREWDLQHGE\JURXSLQJWKHVDPSOHZKLFKLVVKRZQLQWKH7DEOHEHORZ

7DEOH3DQHO'DWD5HJUHVVLRQ5HVXOWV%DVHGRQ6DPSOHWKDWKDYHQRW\HWDGRSWLQJ,)56
9DULDEOH &RHIILFLHQW 6WG(UURU W6WDWLVWLF 3URE
6,=(    
,1)/$7,21    
$GMXVWHG5VTXDUHG
Source: Secondary data were processed using Eviews 6 

7DEOH3DQHO'DWD5HJUHVVLRQ5HVXOWV%DVHGRQ6DPSOHWKDW$OUHDG\DGRSWLQJ,)56
9DULDEOH &RHIILFLHQW 6WG(UURU W6WDWLVWLF 3URE
6,=(    
,1)/$7,21    
$GMXVWHG5VTXDUHG
Source: Secondary data were processed using Eviews 6 
7KHUHVXOWVLQGLFDWHWKDWODUJHILUPVKDYHORZFRVWRIFDSLWDOEHIRUHDGRSWLQJ,)56EXWZKHQODUJHFRPSDQLHVDGRSW
,)56LWLVQRWIRXQGWKDWWKH\SURGXFHORZFDSLWDOFRVW7KLVLVVLPLODUWRWKHUHVXOWVREWDLQHGZKHQVHSDUDWLQJWKH
VDPSOHVRIILUPVWKDWDGRSW,)56DQGWKRVHWKDWGRQRWDGRSW,)56WKH,)56GRHVQRWEULQJDUHGXFWLRQLQWKHFRVWRI
FDSLWDO 7KDW LV EHFDXVH FRPSDQLHV QHHG WR VSHQG WKH FRVW RI UHSODFLQJ RU VZLWFKLQJ FRVW ZKHQ DGRSWLQJ ,)56
$GGLWLRQDOO\%DOOHWDODOVRPHQWLRQVWKDWWKHUHSODFHPHQWVWDQGDUGVLQFUHDVHQRWRQO\WKHFRPSDUDELOLW\EXW
DOVRWKHLQIRUPDWLRQDV\PPHWU\VLQFHLQYHVWRUVDOVRQHHGWRDGDSWLQXQGHUVWDQGLQJWKHILQDQFLDOVWDWHPHQWVEDVHGRQ
,)56)RULQIODWLRQDOOJRRGFRPSDQLHVWKDWKDYHDGRSWHG,)56DQGKDYHQRWDGRSWHG,)56DUHQRWSURYHQWRKDYH
HIIHFWRQORZHULQJWKHFRVWRIFDSLWDOGXULQJWKHLQFUHDVHRUGHFUHDVHRILQIODWLRQ7KLVLVEHFDXVHDWWKHWLPHRIKLJK
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LQIODWLRQDOOLQYHVWRUVKDYHUHDOL]HGWKDWWKHULVNZLOOEHKLJKHUVRWKDWLQYHVWRUVZLOOGHPDQGDKLJKHUUHWXUQRQWKH
FRPSDQ\
&RQFOXVLRQ
7KLVVWXG\H[DPLQHVWKHUHODWLRQRIILUPVL]HDQGWKHUDWHRILQIODWLRQRQWKHFRVWRIFDSLWDODQGWKHUROHRIWKH
DGRSWLRQRI,)56RQWKDWUHODWLRQ%DVHGRQWKHUHVXOWRIWKHVWDWLVWLFWHVWLWFRXOGEHFRQFOXGHGWKDWODUJHUILUPVKDYH
ORZHU FRVW RI FDSLWDO 7KH UHVXOWV DOVR VXSSRUW VWXGLHV E\&RKHQ+DVVHWW DQG+XEEDUW  VXJJHVWLQJ WKDW DQ
LQFUHDVHGLQIODWLRQZLOOEHDFFRPSDQLHGE\DQLQFUHDVHLQWKHFRVWRIFDSLWDO+RZHYHUWKHUHLVQRHYLGHQFHWKDW,)56
EULQJVDSRVLWLYHLPSDFWIRUWKHODUJHFRPSDQLHVWRJHWWKHFRVWRIFDSLWDOUHGXFHGDVZHOODVIRUFRPSDQLHVWKDWDUHLQ
DFRXQWU\ZLWKDKLJKLQIODWLRQUDWH7KLVLVGXHWRWKHKLJKTXDOLW\UHSRUWLQJVWDQGDUGVWKDWDUHDOUHDG\DSSOLHG86
*$$3WKHHPHUJHQFHRIUHSODFHPHQWFRVWVZLWFKLQJFRVWZKHQFKDQJLQJWKHLUORFDOVWDQGDUGVWR,)56FRPSOH[
IDFWRUVWKDWLQFOXGHEXVLQHVVPRGHOVDQGWKHXQGHUO\LQJHQYLURQPHQWDOPDQDJHULDOLQFHQWLYHVWKHOLPLWDWLRQRIWKH
RSWLRQVIRUILQDQFLDOUHSRUWLQJPDQDJHUVWKDWLQFOXGHDFFRXQWLQJVWDQGDUGVDXGLWLQJVXSHUYLVLRQE\VXSHULRUV DQG
LQYHVWRUVDVZHOODVWKHLPSOHPHQWDWLRQPHFKDQLVPRILQYHVWRUSURWHFWLRQODZV$OWKRXJKWKHUHSRUWLQJVWDQGDUGVXVHG
E\WKHILUPVLQDFRXQWU\KDYHKLJKTXDOLW\EXWLIRWKHUIDFWRUVVXFKDVWKHUXOHVRIODZDUHQRWLPSOHPHQWHGWKHTXDOLW\
VWDQGDUGVZLOOQRWSURYLGHWKHRSWLPDOUROH7KHUHDUHVRPHOLPLWDWLRQVRQWKLVVWXG\WKDWLVWRVD\WKHODFNRIVDPSOLQJ
SHULRGRIWKH\HDUVWRGHVFULEHWKHUROHRI,)56,QDGGLWLRQLQIODWLRQGDWDXVHGLQWKLVVWXG\LVWKHDQQXDO
LQIODWLRQGDWD,WZRXOGEHEHWWHUWRXVHTXDUWHUO\RUPRQWKO\LQIODWLRQGDWD)XWXUHVWXGLHVPD\XVHRWKHUYDULDEOHVVXFK
DVWKHOLTXLGLW\RIWKHPDUNHWWRVHHWKHUROHRI,)56IRUWKHILUPVOLVWHGLQWKHVWRFNPDUNHW
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